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f To the Eoard of Directors 
Overseas Private Investment Corpcration 

he have examined the balance sheet of the Oveiseas 
Private Investment Corporation as of June 30, 1376, and 
the related statements of income, changes in capital and 
reserves, and changes in financial position for the year 
then ended. This examination was made pursuant to the 
Government Corporation Control Act (31 iJ.b.C. 841 et sec.) 
and in accordance with generally accepted auditing-%anLaras 
and incluoed such tests of ihe accounting records and sucn 
other auditing procedures as we considered necessary in 
the circumstances. i;e previously examined and reportecl 
on the Corporation's financial statements for fiscal 
year 1975. 

The Overseas Private Investment Corporation insures .T . . ..I. . .:rT.. 'ati'gu-atantees U:-5; -imesto-rs ag’ainst potexnt. 21 r-isks. of. -,-c : T--F-- -.. S- --- ,.. 
loss of their overseas investments due to expropriation; 
inconvertibility of currency; and war, revolution, or 
insurrection. As of June 30, 1976, the Corporation's 
insurance reserve for such losses amounted to $204.7 
million. However, as explained in note 7 to the financial 
statements, potential charges against this reserve for 
claims filed totaled $395.5 million, consisting of 
direct liabilities related to claim settlements ($34.1 
million), claim settlement guarantees ($121.7 million), 

I 
i 

pending claims (Si3G.7 million), and unresolved dispute0 
claims ($154.0 million). 

Section 237(c) of the Foreign Assistance Act cf 1961, 
as amended, (22 U.S.C. 2197(c) (Sup. V, 1975)), provides 
that the full faith and credit of the Unitea States of 
America is pledged for the full payment and performance 
of ‘obligations incurred by the Overseas Private Investment 
Corporation under its insurance and guaranty contracts, 
Thus, if claim settlements exceed available reserves, 
the Corporation will oe required to either borrow funds 
from the U.S. Treasury or request supplementary funds 
from the Congress to pay the claims. 

ID-76-d> 

l . 



The Corporation can augment its reserves with 
retained earnings, put. it does not use its ear'nings 
solely for that purpose', During fiscal year 1976, it 
increased funds earmarked for making ioans by trans- 
ferring $10 million from retained earnings to the Direct 
Investment Fund (see note 4). Accoroingly, that amount 
was no longer available for transfer to tne insurance 
and guaranty reserves snould augme.?tation be needed. 

Due to the many uncertainties affecting the 
foregoing claims, as well as those affecting liabilities 
the Corporation has on other insurance and guaranty 
contracts Isee notes 7 and 8 to the financial statements), 
we are not able to express an opinion on the adequacy 
of the amount reserveo for losses the Corporation may 
sufrer as a result of its insurance anct guaranty 
contracts. 

In our opinion, except for the adequacy of the 
amount reserved for losses, the accompanying financial 
statements present fairly the financial position of 
the Overseas Private Investnent Corporation at June 30, 
1976, and 1975, ani the results of its operations, the 

- . . . t .-. - ._ changes- in__it?,.capital and reserves, and the changes 
.--. in its flvnancrmas p6gsit"yo'n- foi-"the ‘yea'rg jiken &tided ,.. in"-- _ I I.' - LCI. 

conformity with generally accepted accounting principles 
applied on a consistent basis. ..1 

Comptroller General 
of the United States 

Coev miaofilnmj 
m Of Pear quality. 
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SALANCf SYEE?' 

is176 
June 3ti, 

-1975 

$103,075,b3C $lC5,3:7,'56 

254 ,278,749 2G2,858,"55 

--- - --- 
357,:54,574 

21,8CG,741 21,132,371 

2,891,293 2,804,669 
G,G30,254 7,070,23F, 
1,320,252 1,178,ZlO 

e.- -. . . . . . ..C .-.., - 

164,206 9i,67E 

and $66,113,52~ in 1975-Yote 5) 43,160,538 
$333,469,&x - 

43,160,538 
$%J,~57,980 

_- - -_ 

-- 
* . 
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:. _ . . . 

June 30, 
1976 1575 

Liabilitlcs: .* I 

Accollrlt~‘ ~.l~.:.?Llc br 3ccrucci cxpenscc $ 1,372,824 
CLa1 ;'.; 1' ;t v .T! :. 1 i_ YGO,OOc? 
Dir c-ct li.lb~iLi:~, .: rclztcci to claim: 

FcLt Lclllc!'lt.r ('loto 5 ' G3,1G0,53C' 
Pairtic1:J.l: i011:; in IIIb‘ loall- 2,921,4bl 
Fecc !IP Lc [j'!licI j 11~1 ciair;.s determination ~?4,00E 
Unearned .~rcmrums 17,582,749 

-- 
titl,121,GOc, 

$ 1,57'1,783 
7,851,176 

43,160,536 
4,127,665 

105,02G 
16,489,943 

. . 
73,312,125 

Contingent 11JiIilities (Kot.es L,- ? h G) -. 

.  * I .  .  .  e. .  .  .  _ .  

I * -  . .  - . - . -a- .  a 

Cspitai h xe~c'rvcs: - '. 
._. . - - -  c .  .  _ .e,.. I . _ -r . . . . , 

Capit;? ilet.: 1:: U.S. Y'rJ!J;ucy (,Jote 4) 50,000,000 40,000,000 
Insuratlcc LCT’CIYVC (i1ot.c~ 6 6, 7) 2OG,C f,1,966 170,492,1b5 
3uarLIIlt7%- tCSrl“vC\ (ilotcc b rr a) 21,346,147 U1,690,838 
Retai:lea ~~~rnitw:- 31,34O,i35 12,148,973 
Foreign currt~rx:y 32locJtion from 

U.S. Treasury-(Xote 9) 
367,34b,26a 

13,213,859 
323,545,855 

sc3,4ii9 86C .I- $:F6,857,380 
--- 



STATZHENT OF IXCOP“ .L 

. --- 

. . I’IVeStinCllt Iiii;iL;lnty fees 
Direct Investment interest 
Other tees 

-- 

Interest 
. . i. .- ,. .I . . ..-v.* -_-. -- __ ..-1 . ..- 

Revenues 

L'or the Year Endeo June 
197G 

$32, 570,017 $30,280,937 
4,140,573 

L,l >?,3b3 

2 I ,851,944 
.- _.. . 

_53,762,784 

17,946,471 
,.--.a-,, .- . . .__ . s ..A 
48,241,904 

! NET INCOYr: 
i 

I 
I 

I 

2,66a,494 2,767,laC 
1,419,522 l,?d9,756 

540,356 --- 
31,91U,Y40 

Salaric:5 :r ?)L'ne: It: - 
ContrJctucll :;r)fVlcCS 
i3ent, coru:nurlivsiionr L utilities 
Travel 5 reurcscntatioc 
Printing, ceprourlctic)n & supplies 
Depreciation ir snortizatior! 

I 

- I 
A-dainistrcliive--Expenses 

2,777,74c 2,657,631 
1,067,52S 1,389,871 - 

392,722 . 325,869 
177,047 265,836 
136,754 171,83'3 

19,a31 74,035 - 

~1~571,622 - 4,835,272 
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Statement of Chanqes in Fln;ir.ci;ll Positior. 

. . - 

For the Year Ended June 35, 
137U 147s 

S 49,1T11,162 $ 43,406,652 
l!Tf,tJ31 24,035 

7,325,lli (42,944,4641 

1,092,806 1,410,162 

11S,9UL (2,d48,487: 

375,979 
>4&2?,87k;. 

j5,5.50,9631 
. .(6,553,0271. .__, 

13,213,&54 
')2,35" 

756,371! 
142,03i 

dG,62; 

(13,213,859 
14,167 

1674,192 - 
(71,1?GG 

1,234,6Zo 



of prcudccssor pro3rax 2nd authorities. 
w ) : ._ - - _._ . z _ . -3 . .- -. 1 . . . . :.. ., 

Tnc &crzcas Priv2tc 1nv.b -,;tacnt Corporation Aaendmcntz Act of 

1974 (Public Law ?J_i-_i9U), w.~ic:~ was cn3ctcJ on August 27, 1974, 

mends 3Pi; 1o;islation in L;cversl respects. Azonq its provisions 

arc an 2utflorli;tion for 3?lC to LJrrotl uy to $100 million Lroa the 

United St&k-. ':rcasur:* to frsctlar~~c SIC irxurznce or rcinsur2nce 

liabilities JI~U~ an exzrezlun ot. rntent that entities other than 

OPIC partial.. ,Jtc in ti:c cilrcct underwriting 0f politic31 ri;ii 

insurance. i'ilrzu;lnt to ttll, I - L2Ild2 t c, EPIC (11 particiqatcz with _- ~ -_ 

I 

private incurcrL: in the? WC~.;~IJL; Invcstncnt Insurance Grou'3, which 

t 
function= 3; ii iirr;t-lo22 .+10l covering cx?rtinriation and inconvcrt- 

i 
ioilitr ric,u; 011 new insurt!tCc 2nd Z3St 0l OPTC'S CXiZt1n.j 1nsurzr.c‘~~ 

portfolro and (21 is 0rqaniLlrl.: b f;cnaratf? unincorpor~tea Lnzuranc~: 

association OS insureds tu under~.4rltC certain K2r risk inSur3nce. 



111; I ..i‘ i<~~lJ4'IlltlJ1;: Kcvcntic troi?. political risk insurance 

course u: llyulu,tln~ szsc~s xouirtd in the settlement uf claims 

arc crcuiteo to tnc Xeserve ac;ainst whicn tne related cla~r; were 



., . 

_- _ ---_ 



United 212:tCS dtill2ir;. ?::1; f.und 1s charged with realized lesser 

and crcd:ted wi~h‘re~lrzecf gains and such zdditionai sums as deter- 

znined 37 the buarti 02 UlKCTCtOKZi. During 1976 OPIC increased the DIF 

by SlO,UUC,JUU in coilncctlon with the transfer of $lO,OUO,OUG 

from rctainco earnings to capital held by U.S. Treasury. 

The status of DIF on June 30, 1976 and 1975 was as foliows: 

1976 1975 

(Millions of Dollars! 

D?F C,+&“ YI................... 5c 4c 

Less UI:CU;i.,;ltLCb . . . . . ..t*..... 1‘ 15 

OutstxJin:j cusm~tmcrlt~....,.. 3: 7= L-. 

Less urxiisburscu portior.....,. 1" & 

Net ioxks oytst~nding........;.~ 15' 1- 

Procectis recelveu by UiJli rrom trio sale or participations were 

credrteo t;, t11c Llr" ior Further lchding in accordance with Sections 

231(c), ?dL(tr) CinJ 239(d)- of the k'ki%. The figures above art ret 
- 

of such participations, which amounted to $3 million in 1976 azd 



$4 million iI 1975. pursuant to provisions of Sections L>Y(dJ 

particlpatcu pOrti3n 0: DIF loans. This liability for uutstandinc 

psrtici+tions is included in the amount of investment guaranty 

outstantiinq (Note b). 

I 

1 -- 
. 





: 

known 

as the insc~~axe !tcccrvc ~nil t!ic Guaranty !:cscrvn for tiic 

rcspectivc AiszIiar,2c of llL!lilitics under Investment inr;urLnce 

and under dutrantie:: lz~;,ur-d under Section 234(h) of the FIZ:x ani 

similar ure~~cce~- ,Lor guzr;lnty suthority. rOth %I!SCrVCS Zl2!y Dt 

rcplcnisnc4 ur iilcrcasec at ;Iilj' time oy transfers fros OPIC'z 

rctainecl CdiI:iIl~*~* 3J or by new Cunqrcssional epurooriations. C?IC'r; 

retain,:J carnin.:s as oi L~u~x 3cl, 1975, avail3Sle for tr;nr;fer :o the 

Insurance or Gu;;rani:J Rcscrvc, were $31,340,135. 

Should OPIC'; funds not be sufficient ai. any time to tilt- 

charge UPIC'L; obligations arising under investment insurance or 

guaranties, a;; tllc case may be, Congress would have to apuro- 

priate Lund:: to iulfill the pledge of iull faith and credit to 

which sum ouiigdtlons art entitled. Standing authority for 

such annrouriations is contzinco in Section 235(f) of the FL?.. 

All invcst.xncnt; insurance given by OPIC, all gu?rantics given 

by 3PIC in conncction.with the settlement of claims under invest- 

ment insurance ;~ni Eli guxanties referred to in the first Faragraoh 

i 

i 
above constitute obligations oT the United States of America. The 

i 
full faith an5 crctiit of the United States of r\mcrica is pledged for 

-- -_ 
t the full payment and performance of suc!~ obligations. 

. 

i 
-- 

‘: . . 



ulrc'z;: llzbilitics r;llate;! to claims scttlcmcnts and cnargeable 

again;: tnc lnsurancc Iiescrve amount to $39,uti5,538 as of June 30, 

lS7u. ')i-'lc r:ill be requircu to make payments to discharge these 

lianilitics in the followinq fiscal veatrs and in the following 

3mounts: 

co n;l;l.jcnt utiligations ui WIG which could give rise to 

future adultlon31 cial;:ts on the insurance !i~:scrvc include obliga- 

tion; u n 2 c r (;,) c;uaranticl; issucJ in scttlo.-cnt of claims arising; 

uniler ~nvcst:.!~.::it insurdncc contracts, (E) :~crmlyclaims uncier 

__ investxnt inzurancc contracts, (CL-unrezolvcu disputed claims and -. 

(G) sutLta22i::: inv~ztment insurzncc contracts. These four cate- 

tories <-*; ;uxltlnLJcnt claims are discussed in more detail in the 

balance: of this NJt'c. 

. 



SO!TlC lilZtkiIlC!2S scttle,i claims 2rl::ing under lnvcstnrnt insurance 

contrdcts by 12;s uincj pJy:acnt guaranties in sutatitutlon Lor the 

inszLsncc olllgations kin:; tiischarqco. These ClJl?Z St-ttlement 

puarzntlcs rc!>rcsent c:untinyent obligations of OPIC bac~eti zy 

the InL;urc;ncc I:cscrvc. 

'iwe cvntinjcnt 1iaDillty of 3PIC as uf June 3G, 1371) under these 

guaranClf2, incluuiny liability as tG interest, w;1s S121,676,164.. . . 

If tnc 2rincluz.l oblirjorz ueiZiiult in full, 3rd if OPIC Goes not 
I I 
I exercise certain src+yment rights, O!;IC wodlci be liable aurinz the 

I / following ilsc21 yearc for the following amounts: 

1978-19;;2 7t;,213,325 

19b3-19i3i 24,JG-9,127 
$121,0*1t~,16~ 

Oi: i11~ total EPIC cuntinrjcnt liability under claim;ls 

/ settlement yuzrzntics, S104,571,471 represents guarantie; of 
/ 
!- 
I ot31iqations either incurred ti:r the Government of Chile in 

compcns2tion qrtemcntz with OPTC inrurecis or rccognizcd 

by tne Government of Chile in respect of debt previously 

insureo by OPIL. 

I i -- 



i:IJIi ftillUw2 J policy 0: recordin; invcstmcnt insurtincc contract 

Cl 2 l:ilL JL fih.~~slal liU3ilitics only uoon determinations that .s~ucr. 

claim2 arc valid. In tt:e caL;c of most cxl>KO?ri.atiOn cl%ir!:s, tne 

CXPTOCCldLUC~ Jction XULL continue for a ucrioa of one yeA!r before 

tht C~AI'L IilLLurcS;. Yursui dg:3lications for comocnsation are qcncrally 

Eilcu 0111:; i;itl: L'cL;+L‘~ ti: mature claim2 and specify the +rticular 

cvcnts wl!ic!l Ildvc ocdurrcd anJ which, in tnc opinion of the investor, 

suo~cct UPlL to liabiirt;;. (3PIC has six months, from the date the 

invez;tur's ai,;>licztion Lur compensation is complete, to process the 

. claii;i arki I~AKC it; determination. 

The tutsi ai.iount or cun!gcnsation rcquezted from XIC in connection 
. 

with cl;ti.ilL; ;ti filed, out nut yet dctermineu, is $83.7 million, 

arisin.j uut 0; nine ci3i22, eifjht of whic:l were mndcz expropriation 

coverage and the utilcr un'cr inconvertibility. 3PIC has not made the 

neccssar;r L'in;ll uctcrmindtiuns as to any 02 these claims. 

Ln aLii;itiuI1 to requieinj formal applications for clsimed ccinpen- 

sation, the c)PLi contr;=cts require investors to notifv Oi’IC nrom?tly 

of nuzt c_lovern:acnt action wiiich the invcstvr nas reason to believe is 

--4r-ma:3 ~JCCC)I~K :ln cxp~q~rititury action. Czrcful investor compliance - 

*rith thir; rlotlc~ I:rovision will sometimes result in their filing . 

notice 0L events that do not mature into expro?riatory actions. 

.* . 



The higtliy zuccul~tivc nsturc oi tnese qoticcs both as to ttl- 

1ikelihovJ 'ibat talc event KcLcKrCd to will ccnstitutc cx!~ruuriatorl 
1 

action dn3 tile a:ilount ui w:;ixnsation, if any, that may L~CCOT~I~_ 

due le;lLl; 3i'Ii LU fallow a conl;istent policy of making n:, ._ 

reference tu such notice; in its financial statement. fin;; zlaimz 

that rnililt arise fro2 tncsd situations are, of course, cncumoassed -. - 
in manac~cxcnt s cstimatc tnat m~ximwmpotcntisl ex~osurc, prior to 

reinsurdnce, under cxistin$ investment insurance contracts is 

$3,080 million (i\lute 79). 

In adrlition to the foreyroing there is a suit pending against 

OFI(: that is Lelicved-.to bc without merit. In the unlikely event 

of recovery tiiercunaer no material adverse effect on QPIC's financial 

raosition would result. 

i 



(C) LIlrcsulVcd cilS;uLltCd CidllilL. 
, 

Two csprouriation cl2i:ns totallincl $1;; zillion subzittea 

in lt IL: dy, ‘:‘!lc i~Il;lcGnuz ~.U..l:ld;lJ 3n’LI a ZUIJziildry remin UnrfZsOlVCd 

mu 2rc 1:i liticjdtiun. Ucisuc2 oi 3FpGrCi;t bias or unduL influence 

12 r-z*: .iCi.Jlt rdl prc)c:eed~::.!;, 01'12 is scekln.~ to set asiuc Jn arbitral 

cccirrdIl f i:Lill;.J Si'iC liklc (with the ;imc,unt to be detcrminc? b; 

furt?cr ~~uccc~ln~ls). OPli, upon the advice of lcsal counsel, 

kei I.--V..,- &&_ "- t:1clt 1t is rca.-onA,lc to cx?ect th<t the Jrbitration award 

herc:dLdre c;ltcr& ,iill UC' vd :;ted and that the question of 3?IC'r 

li zzilitv \;ili k pLTe2;entc.l to a new arbitration panel. If 3PIC is 

rec;u:rcci to ~2;: comuensation, it would be entitlea to a proportional 

snc;re in the sutiztantial ?qmcnt ip cash 2nd notes received bv 

Anaconda in a 1971 settlement with the Government of Chile. 



. 

(D) Politic21 !<ir;k IIlVe~tiwnt Insuranc~:l 

OFli: iscue investment 1nzur;lncc under limits fixed by the 

1PqirlJtlvc dut!lurizatiun in the rAi\ ano 9r1oc authoritlc;. Tne 

utilizdtion 01 tllcsc authorizeti amounts a~; of June 30, 197~ 

(excluuincj oull$ations uncicr guaranties ~saucd in settlement of 

claims) was as hollows: 

Lcqizi:ltl~ 
Authorizatlonc Uncommitte5 9utstandin: 

(Xillions of Dollars) 

Authorities 3,012 3,012 

FAA'Sectlon 

235 7 3GL1 _- L e-m 4,354 3 11b L-- 
lU,SlL! 4,3.54 0,15c 

since uL-'IL' m<y ;tnd vLtcn does insure the cam= lnvest;;lcnt 

against tnrcc dirlercnt risks (inconvertibility of currency: 

exprouriatiun; and war, rcvulution or insurrection) it ir 

thcorcticzliy !JUzs iblc tuat an investor could make SUCCCSS~V~ 

claims untier mace tnzn OIIC kvcragc with resocct to the sz-ic 

invcstmcnt. Yhc cutztandiny amount reflects this theoretical 

Dossibility and in addition includcs provisions Eor insurance 

as to whC~h OMC-ECXGi currently at ris!i but is contrac'tu2lly 

obligntcd to urovidc upon tnc investor's future reaucst to 

cover increases. in investment and retained earnings. 



. 

. 

'"!le uL.lt;tCl;l;lLi.lI1~, 2L“JU;it :Jurz;uart tu Lc,jiLlativc Authori- 
I 

ZEltidilL; is 0-r little UL;L' 111 ev,luatino rc4listically OPIC's 

more 2 c c ‘3 r d t c rcprescntation of O?IC"s lT~3Xl!iiUIil potential exposure 

to iuturc i1~l.n; 2rlsi.n;: iKOl:l zsistinq 1IlVeL;tlilent insurance 

amount U; current: insurance ln force. i?ascu on this assusqtion, 

mana~re:w:it: ticlleves CPIC'; ll.~:<iC!ULi ?otenti.;l lia2ilit;r to clainz 

as oi Jcrrc ~;,'1570 i; $J,tiGU willion. After giving effect tc 

aPIC'; ris:: zarln,- zzrangcflents witn the A7orseas Invcst.nent 

Insurxncc ilrou;: (Xotc 1) 2 ,. ncl rcinsurancc k:it!l Lloyd's of Lontion, 

tni; maxiwAll exoosure is further reduced to $3,019 million. 

---. 

-. . . 



NOTE ti: ULjLlc;Xr1UIJS BhLKLiJ .I31' WARANTY'RESERVL 

SeCtlUll 222 uf t!lc FAA rcqurrcs OPIC iu have, at the time 

OPIC co;xiL~ itself to ~L;SUC any guaranty under Section 23-i(b) of 

the FAA a Lusrsnty Rcscrvc equal to at 1cs;t 35 percent of 

guaranties then i ssued ano uutstsnding or committed under 234(b) 

and prrur 3uthuritics. As of June 30, 1970, the $81,346,1;1 

Guaranty Rescrvc (rcprcscrlt~nc_l cash and marketable sccuritlts, 

except Ltir :nisccll2neous items which in the aggregate were not 

material) cx:ctld by $31,307,345 the required minimum reserve. (See 

Note 6 for descrip:t+ion ot the Guaranty Reserve and full faith and 1 
credit status oF OPIC guaranties.) Guaranties under prior authorities 

and Section 234(b) of the FAA include guaranties of debt, cguity, 

and participation in DIF loans. The outstandlnq commitments at . 

June 30, 1970 were: 

Leqislativc Total Outstanding 
Authorization 

Currently 
Uncommitted Commitments .It Risk 

(Xet of 
Repayments) 

Prior 
Authorities $ 40,537,865. 
FA;. 

--a s ;0,537,a65 $ ;0,537,865 

234(b) and 
235....... 7'10,000,00(1 $590,382,655 153,617,345 116,4'3,229 

-- --- - 
$740,537,865 $590,382,655 $200,155,210 $157,011,094 



incirml a.nuur!t of OPTC 

_- ^ 
L__ - -  



- -  - - - -  s 

.  

$~O,OGU,UUUJ made available to Ol'li In ll)rs Lrom eXCESL’ cutrd:ncley 
- .- 

; held by ths U.S. Trt usury were returned to the Treasury durrns 

: fiscal 19712. 

-- - -_ 
. - -. 

_- - 
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LM100632 

Export-Import Ban k’s 
Financial Disclosure Syst.em 
For Employees And Its 
Procurement Practices 

Standards of ethical conduct for Government 
officials are pnscribed by Exacutive order of 
the President. In line with this, the Export- 
Import Bank established a financial disclosure 
system to monitor the financial interests of 
some employees. Although the system pro- 
vides for full disclosure, the system could be 
improved. 

GAO recommends followup action to moni- 
tor the effectiveness of the system and estab. 
lishment of procedures for prompt coilection 
of all required statements and for timely 
review and approval of statements submitted. 
GAO found that Eximbank’s procurement 
practices were adequate to protect the 
interests of the Government. -- -_ 

ID-7681 



COM?TROLLER Gl?NCRAL OF THE UNITED =A- 

WMHIHOTON. D.C. DUI 

. me tionoraole Jonn L. Moss 
House of nepresentatives 

Dear Hr. t3oss: - - / 

In response to your request of 3ctooer 3, 1975, we 
revieuea Me disclosure system for financial interests and 
procurement practices of tne Export-Import dank of tne 
United States (ExiaoanK), a wnolly owned Government 
corporation. 

” 

tie made our review at Eximbank's office in Mashington, 
O.C., wnere we examineo financial disclosure statements 
filed for fiscal jear 1975 to determine whetner persons re- 
quired to file nad done so, and financial interests of a 
selected sample ot employees. we determined whetner these 
employees had filed as required in previous years and re- 
viewed their position descriptions. Ae also reviewed finan- 
cial interests nela in r;revious years.for employees whose 
1955 holdings appeared to conflict with tneir activities 
and the responsibilities of several employees not required 

. to tile financial disclosure statements to determine tihether 
tney snould be filing statements. The confidentiality of 
the employees who filed statements was maintained at all 
times. 

we 3ia not review the financial disclosure statements 
of tne five Presidentially appointed aank directors. Execu- 
tive ilrder 11222 requires trerr statements to be filed - . 
ciirectly ditn tne Civil Service Commission. As part of other 
ongoing assignments, we are reviewing Civil Service Commis- 
sion Implementation of tne Executive order, and the financial 
disclcsure system for high ranking Federal officials, includ- - 
ing tne Eximoank airectors, and will be reporting separately 
to tne iongress on the results of those reviews. 

_ _- -- - 
AltrIOUgh EXinaanK'S regulations generally conform Witn 

Civil Service Conmission financial disclosure guidelines, its 
system for revieuling the statements has not always prevented 
appearances of conrlict of interest. 

i 
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Our tests disriosed 29 instances in which 7 emoloyees 
were involved in transactions which directly or indirectly 
benefited firms in which they held financial interests. RP- 
cent actions by Eximbank should strengthen the disclosure 
system: however, we believe Eximbank needs tc monitor the 
effectiveness of the system by reviewing--on a test basis-- 
the activities of employees who hold interests in firms with 
which Eximbank is directly or indirectly involved. The col- 
lection and review of financial disclosure statements also 
needs to be improved: 23 of 149 statements required to be 
filed in June 1975 were filed 6 to 7 months late, were in- 
accurately dated, or were not filed at all. In addition, 
Eximbenk did not review the June 1975 statements until 
September 1975. 

We examined procurement actions for fiscal years 1973- 
75 and discussed procurement with agency officials to deter- 
mine the adequacy of procedures and practices. Procurement 
actions generally complied with informal agency requirements 
and with Federal Procurement Regulations. 

Details of our review and our conclusions and recommen- 
dations for necessary corrective action are included in ap- 
pendix I. 

As requested by your staff, Eximbank was not given 
an opportunity to formally comment on this report; however, 
we discussed our findings with agency officials during the 
review and they agreed to act on the matters discussed in 
the report. 

As you know, section 236 of the Legislative Reorganiza- 
tion Act of 1970 requires the head of a Federal agency to 
submit a written statement on actions taken on our recommen- 
dations to the House and Senate Committees on Government 
Operations not later than 60 days after the date of the 
report and to the House and Senate Committees on Appropria- 
tions with the agency's first request for appropriations 
made more than 60 days after the date of the report. We 
will be in touch with your office in the near future to 
arrange for release of the report so that the requirements 
of section 236 can be set in motion. 

; 

3 

,d 
‘-- 

Comptroller General 
of the United States 
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APPENDIX I APPENDIX I 

EXIMBANK FINANCIAL DISCLOSURE SYSTEM FOR EMPLOYEES 

AND ITS PROCURSMENT PRACTICES 

BACKGROUND 
. - - 

Eximbank was created in 1934, and was made a wholly owned 
U.S. Government corporation by the Export-Import Bank Act of 
1945 (12 U.S.C. 635 et seq. (1970), as amended). Its princi- 
pal activities have been to aid in financing and to facilitate 
exports from the United States to foreign countries. 

Eximbank makes direct loans to foreign buyers, usually in 
conjunction with loans made'by others, to finance the export 
of U.S. goods and services sold on credit terms. Under its 
discount loan program, Eximbank makes loans to domestic com- 
mercial banks that hold export debt obligations. It also 
guarantees the repayment of export loans made by others and 
insures amounts owed by foreign buyers to U.S. exporters. In 
addition, Eximbank arranges for financial institutions abroad, 
called cooperative financing facilities, to extend loans at- 
their own risk for purchases of U.S. exports. Eximbank, in 
turn, lends the institution half the funds and, for cases 
where the institution borrows the other half, may guarantee 
repayment to the other lender. 

At June 30, 1975, Eximbank had $9.4 billion in out- 
standing loans, $7.8 billion in undisbursed loans, outstand- 
ing guarantees of $5.3 billion , and insurance of $3.5 billion. 
During that fiscal year it processed about 6,000 loan, guaran- 
tee, and insurance transactions. 

Eximbank receives no appropriated funds but is author- 
ized to borrow directly from the U.S. Treasury and to have 
outstanding at any one time up to $6 billion of such borrow- 
ings. At June 30, 1975, Eximbank notes payable to the U.S. 
Treasury totaled $207.1 million. 

Eximbank's activities lead to continuous direct and in- 
, direct involvement with many private firms;-therefore, it-. is _ 

imperative that- its employees maintain the highest level of 
standards of ethical conduct in performing their duties. 

FINANCIAL DISCLOSURE REQUIREMENTS 
AND AGENCY PROBIBITIONS 

Executive Order 11222, dated May 8, 1965, prescribed 
standards of ethical conduct for Government officers and em- 

1 ployees and directed the Civil Service Commission (CSC) to 

! 
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establish implementing regulaticns. In November 1965, CSC 
issued instructions requiring each agency to prepare employee 
conduct standards and to establish a review system for em- 
ployee financial disclosure statements. Standards of conduct 
regulations established-by each agency must be approved by 
csc I 

Eximbank originally published standards of conduct regu- 
lations in February 1966 and revised them in 1967. Eximbank's 
current regulations were approved by CSC on July 30, 1973, and 
became effective on August.9, 1973. These regulations include 
a financial disclosclre system for employees and established an 
Ethics Committee consisting of the First Vice President as 
Chairman, the General Counsel, Deputy Counsel,. and Vice Presi- 
dent for Administration. 

The Ethics Committee's responsibilities for financial 
disclosure include (1) assuring that no person is appointed 
whose direct or indirect financial interests conflict or ap- 
pear to conflict substantially with that person's duties at 
Eximbank, (2) consulting with the Chairman of the Committee 
on review of financial interest statements, (3) consulting 
with officials on employee requests for exemptions.from the 
requirement to disqualify themselves on matters involving com- 
panies in which they have an interest, and (4) reviewing re- 
quests for exemptions from the requirement to file a financial 
disclosure statement. The Committee also has related duties 
involving gifts and gratuities, outside employment, and re- 
sponse to inquiries on sensitive matters., 

The Chairman of the Ethics Committee was designated as 
Counselor and the General Counsel as Deputy Counselor on 
Ethics. The Deputy Counselor is responsible for providing 
authoritative advice and guidance to employers on standards 
of conduct. 

Statements of financial disclosure for positions requir- 
ing them must be filed within 30 days of appointment to the 
positions. Supplementary statements are required annually on 
June 30, regardless of whether changes have occurred since the 
last reporting. In addition, because of Eximbank's continuous 
dealings with the. private sector, beginning in-July 1975 all 

- GS-11s and above must report any security transactions within 
10 business days to the Deputy General Counsel who, in consul- 
tation with other Committee members, reviews them and informs 
the Counselor of any unresolved conflicts. This requirement 
was approved by the Civil Service Commission on June 11, 1975. 

i 
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The Counselor reviews all financial disclosure state- 
ments in consultation with the members of the Ethics Cornnit- 
tee as he deems appropriate. He is responsible for resolving 
conflicts or apparent conflicts of interest and, if he is un- 
able to do so, fcr reporting the matter to the President of 
Eximbank. The President then takes appropriate remedial ac- 
tion to end the conflict or apparent conflict, including 
change of assigned duties, divestment by the employee of the 
conflicting interest, disqualification for a particular as- 
signment, or disciplinary acticn. 

Prohibitions affecting Eximbank employee financial 
holdings are included in the Export-Import Bank Act of 1945, 
as amended, and in Eximbank regulations. The Act as amended 
(12 U.S.C. 635a (6)) states: 

"No director, officer, attorney, agent, or employee 
of the bank shall in any manner, directly or indirectly, 
participate in the deliberation upon or the determina- 
tion of any question affecting his personal interests, 
or the interests of any corporation, partnership or 
association in which he is directly or indirectly 
personally interested." 

Eximbank regulations (12 CFR 400.735) prohibit an em- 
ployee from 

--participating in any Bank matter in which, to his 
knowledge, he, his spouse, his minor child, his part- 
ner, or any organization in which he is employed or 
negotiating to be employed has a financial interest; 

--having a direct or indirect financial interest that 
conflicts substantially, or appears to conflict sub- 
stantially, with his duties or re!+unsibilities at the 
Bank: or 

--engaging, directly or indirectly, in financial trans- 
actions or furthering his personal interests, as a 
result of, or primarily relying upon, information ob- 
tained through his employment at Eximbank. - _ _- -- -- - 

FINANCIAL INTERESTS OF SEVEN 
EMPLOYEES APPEAR TO CONFLICT 
WITH DUTIES PERFORMED 

On June 30, 1975, 149 employees were required to file 
financial disclosure statements listing creditors, interests 

I 
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in real property, and business entities in which they had in- 
terests. In accordance with CSC guidance, the amounts of the 
interest or indebtedness or the value of real propeity is not 
required to be listed. 

We examined the statements of a sample of 63 employees, 
28 of whom had holdings in 102 companies with which Eximbank 
is involved. The companies were primarily U.S. firms whose 
exports Eximbank facilitates. We reviewed 196 files of fiscal 
year 1975 transactions with firms reported on financial inter- 
est statements and made additional tests of 120 files of prior 
years' transactions with firms reported on statements for em- 
ployees whose actions credted the appearance of conflict 
of interest. 

We found appearance of conflict of interest in 29 cases 
involving 7 employees. The cases involved 10 direct loans 
totaling $39 million,.19 cooperative financing facility loans 
totaling $5 million, and 10 guarantees related to the loans 
totaling $4.6 million. - Employee act-ions which created the 
appearance of conflict of interest include the following. 

--An international economist made the economic analysis 
of the importing country and signed a memorandum to 
the Board of Directors recommending approval of a 
direct loan of $15.7 million to a wholly owned sub- 
sidiary of a U.S. firm in which he had a financial 
interest. When we brought this matter to the atten- 
tion of the General Counsel, he discussed it with the 
employee, who said it was an oversight which had oc- 
curred in 1974 and that he is aware of the need to 
disqualify himself on such cases. 

--A Deputy Vice President concurred in the financial 
evaluation made of a borrower in connection with a 
loan request of $1.1 million to finance export sales 
of a U.S. supplier in which the employee held an in- 
terest. This employee is now retired. 

--A high-level official signed letters informing four 
-'foreign borrowers -of the Board of Director's approval - 

- -- 

of direct loans and reguesting acceptance of terms. 
Three of these loans, totaling $10.2 million with $2.1 
million in a related guarantee, facilitated exports of 
U.S. suppiiers in which the employee hatj interests. 
The fourth loan for $7.3 million was made directly 
to a wholly owned subsidiary of a company owned 83 per- 
cent by the U.S. supplier in which the employee had 
an interest. Tne employee's interest in these cases 
consisted of holdings in an unsettled estate which the 

4 
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employee expected to inherit. The Ethics Committee 
never questioned this matter and the estate has since 
been settled and the employee has disposed of the 
hold ir,gs. 

--A Deputy Vice Presrdent signed eight export lcar agrerl- 
ments which indirectiy facilitated the financir., ,-f 
export sales of U.S. suppliers in which ht had finan- 
cial interests. These agreements provided loans ,c co- 
operative financing facilities for specific loans WI*+ 
in turn by the facilities to foreign buyers for ?-t‘ - 
chases from a specified U.S. supplisr. The !or;r: r; 
taled $2.4 million, and four of the agreements p.Ll:Lded 
realatfd guarantees totaling $968,000. In two .7” these 
cases, the U.S. supplier in which the employe? kid? 

holdings owned 44 percent interest in the forr.:qn 
buyer :eceiving the loan from the cooperativt. Zir;ancing 
facility. The ertlpioyee ’ s hold ings were uuest ioned 
by the Ethics Committee as a result of a supervIsor’s 
inquiry in connection with a possible promot ior . :’ .e l- 
employee disposed o-f ‘the interest in these ccmptnies in 
late 1975. 

--A Vice President signed as concurring in memos tc the 
Board of Directors recommending approval of twd ?-OdnS 
which facilitated exports of a U.S. supplie- ill .$hich 
the employee held a financial interest. These loans 
totaled $2.3 million, with one related guarantee of 
$1.1 million. This employee also signed tvo conr:erative 
financing facility loan agreements totaling $1 raiilion 
which also indirectly facilitated exports of t .is sup- 
plier. The Ethics Committee had not questioned this 
employee’s holdings. The emoloyee has resigned from 
Eximbank for personal reasons not related to any finan- 
cial interests. 

--A loan officer signed memos to the loan committee rec- 
ommending preliminary or final approval on four cooper- 
tive financing facility loans and one related guarantee 
totaling $828,000. The -loans facilitated exports of -- 
U.S. suppliers in which the employee had interests. 
This employee’s holdings were questioned by the 
Ethics Committee as a result of a supervisor’s inquiry 
in connect ion with a possible promotion. The employee 
disposed of these holdings in early 1976. 

-- - 

--A financial analyst signed a cooperative financing facil- 
ity agreement for $56,000 which indirectly facilitated 
exports of a U.S. suppl ier in which he had an; interest. 
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NEED TO STRENGTHEN FINANCIAL 
DISCLOSURE SYSTEM 

Eximbank regulations generally conform to CSC's financial 
disclosure guidelines and the formal system implementing the 
regulations calls for complete and prompt disclosure of all 
financial interests. However, in view of the results of our 
review, which disclosed several appearances of conflict of 
interest, we believe that Eximbank needs to improve the ef- 
fectiveness of its financial disclosure system. Our thoughts 
in this regard are discussed in the following sections. 

Followup on review of financial 
disclosure statements 

Because of the numerous firms vith which Eximbank deals 
or whose exports it does oc may aid, Eximbank officials have 
not prohibited employees from holding financial interests in 
such firms. The Ethics Committee reviews financial interests 
reported according to its general knowledge of bank dealings 
with various firms and duties of the individual employees. 

As a result of statement review in 1975, the Committee 
talked with several individuals who had holdings in firms 
with which Eximbank is directly or indirectiy involved to 
emphasize the need for.disqc3lificotion. These discussions 
were generally not documented. To try to avoid assignment of 
cases to employees for whom conflict of interest might arise, 
beginning in 1975 members 0.1 the Committee meet with snper- 
visors to advise them on specific individuals. Eximbank's 
President has issued two memos within the last year to all 
employees reminding them of the need to disqualify themselves 
when assigned to cases involving firms in which they have an 
interest. All employees are required annually to read 
standard of conduct regulations. 

Ethics Committee members stated that they do not police 
the system but rely on the employees to disqualify themselves 
from work on cases involving firms in which they have an in- 
terest. We were informed that the Committee's review of . 
holdings based on general knowledg e of companies with which 

-- Eximbank deals-identifies most persons having such -holdings. 
As noted above, our review indicated that this system of con- 
trol has not always prevented appearances of conflict of in- 
terest in the past. We believe an effort is needed to monitor 
on a test basis the system's effectiveness and to detect real 
or apparent conflicts 02 interest. 

6 
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In the instances where we found appearances of conflict= 
of interest, the General Counsel agreed that, except for the 
cooperative financing facilities cases, the employees should 
have disqualified thtmselves from the cases. He stated that 
he did not believe the cooperative financing facilities cases 
present even the appearance of a conflict because the credit 
judgments in the financing facilities program are made by the 
Board of Directors.or the Loan dommittee when they approve 
a line of credit for the facilities. Thereafter, in the cases 
we noted, the staff performs ministerial acts to be satisfied 
that individual transactions meet the program’s criteria and 
the employee is further removed frcm the decisionmaking proc- 
ess for cooperative financing faciiity loans than in the di- 
rect loan program. 

We agree that there is less discretion on these indivi- 
dual transactions since Eximbank looks for repayment to the 
cooperative financing facility whose line of credit has pre- 
viously been approved; However, requ<.c+s fg>r funds from 
the facility are reviewed and judgments made on whether the 
subloan to-the foreign borrower meets program criteria, such 
as length and rate of loan, appropriateness of Eximbank sup- 
port for the product, and experience with the borrower. Ex im- 
bank has concluded that to avoid any question, it Gill in- 
struct employees to disqualify themselves from acting in any 
cooperative financing fa’cility case in which they have any. 
financial interest, such as stock ownership in the Amer icen 
supplier. 

The General Counsel noted--the -usefulness of our tests and 
stated that, to monitor the financial disclosure system in the 
future, Eximbank will spot check individual’s holdings against 
their case assignments to see if there is any possible con- 

. flict of interest. 

Procedures for collecting 
financial drsclosure statements 

Eximbank regulations require the submission of financial 
disclosure statements from: 

_- ---Employees--paid at the Executive Schedule except those 
required to submit their statements to CSC by Execu- 
tive Order 11222. 

--Employees at GS-13 and above whose duties require them 
to make decisions which have an economic impact on 
non-Federal enterprise or for whose positions Eximbank 
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has determined such statements must be filed to avoid 
possible conflicts of interest situations. 

--Employees be,ow GS-13, when Justified in writing to 
CSC, whose duties meet the above criteria. 

Eximbank officials told us that, in practice, prior to 
June 1976, ali GS-13s and above and selected GS-11s and GS-12s 
were required to file financial disclosure statements. Begin- 
ning in June 1976, all‘GS-11s and GS-12s will be required to 
file statements. CSC approved this requirement on June -11, - - 
1975. Employees below GS-11 level are not required to file 
statements due either to the nature of their work or the lev- 
els of review of their work. 

On June 30, 1975, 149 employees were reguired to file 
statements. Eoweve r , 10 employees filed from 184 to 226 days 
late: 11 employees did not file at all: and 2 statements filed 
as 1975 statements were dated June 1974, apparently a clerical 
error. Thus, 15 percent of those required to file statements 
on June 30 did not do so in a timely, accurate, and complete 
manner. 

Despite regulations requiring filing within 30 days, 
persons hired or promoted into covered positions had not 
been required to file statements until yearend. Consequently, 
four of the five employees in our c.ample who entered on duty 
at Eximbank as GS-13s or above after June 30, 19-r.:, had not 
filed within 30 days. Their statements were submitted as much 
as 279 days late and averaged 169 days late. 

The lack of an effective procedure to insure timely submis- 
sion of statements could result in employees holding conflict- 
ing interests without the knowledge of Eximbank officials. We 
were informed that missed and late annual statements were the 
result of oversights and that in the future this situation will 
be avoided by use of a checkoff list and timely followup action. 
Also, the personnel office will notify persons promoted to or 
entering on duty into covered positions of the requirement to 
file within 30 days and will provide information to the Gen- 
eral Cp_unsel’s office for followup. -- -_ - 

More timely review of 
disclosure statements 

Eximbank’s regulations do not specify when financial dis- 
closure statements must be reviewed. CSC guidance suggests 
that all annual update reviews be completed by August 31 and 
questions resolved by September 30. Lack of timely review 
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could result in employees holding interests without the know- 
ledge of Eximbank officials. 

The review of statements submitted on time was not car- 
ried out promptly. Even though most statements required on , 
June 30, 1975, were submitted by the end of July, we were in- 
formed that the reviews were not begun until September. An 
ethics memorandum, which resulted from the 1975 review and 
which reminded employees to disqualify themselves on cases 
in which they have interests , was not issued until November 7, 
1975. 

Statements of nine new employees, filed after August 1975 
(principally in November and December), showed no evidence of 
review at the time of our examination in April 1976. 

CSC guidance also suggests that approval of statements 
be shown affirmatively by initialing a symbol of approval and 
the date of approval. We found that 16 statements filed fqr 
i975 had not been initialed by the reviewer and no statements 
evidenced date of review. 

We were informed by the General Counsel that in the 
future, statements will be reviewed when submitted.‘and that “’ 
all statements will be initialed by the reviewer. The 1976 
annual review was completed in August. 

PiioCUBEMENT PRACTICES z 

Enabling legislation (12 U.S.C. 635(a)(1)(2)) provides 
that the Export-Import Bank, as a corporgtion, is authorized 
and empowered: 

“to do a general banking business; 

‘to perform any act l * l authorized in participrtion 
with any other person, including any individual, part- 
nership, corporation, or association: 

‘to publish or arrange for the publication of any doc- 
uments, reports , contracts, or other material necessary 
+ * l .” 

The President of the--Bank is- required to transmit annually to 
the Congress a budget for program activities and for adminis- 
trative expenses. 

Because of its mission, Eximbank’s procurement activities 
are limited to items of administrative support and services. 
During fiscal years 1973-75, these-items totaled $1,532,495, 
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$1,488,701, and $1,762,586, respectively, and included rental 
of office space and equipment, printing and reproduction, 
off ice supplies, purchase of fixed assets, and personal 
services. 

The Bank has no formalized procurement policies but 
uses the Federal Procurement Regulations as guidance in pro- 
curement actions. Its procurement procedures call for each 
division or office to designate a person responsible for 
requisitioning ii: oded supplies. Requisitions for supplies of 
$57 or less are approved by the Chief of the Office Services 
SecL.ion. All other requisitions require the approval of the 
Vice President for Administration or his assistant. All pro- 
curements, to the extent possible, are made from the General 
Services Administration schedules. Informal comparative 
shopping is used for- items -not ‘on these schedules and pur- 
chases must be approved by the assistant to the Vice Presi- 
dent for Administration. 

We reviewed selected procurement actions for fiscal years . 
1973-75 and found that they generally complied with reauired 
procedures. 

CONCLUSIONs 

Eximbank’s primary function,is to aid in financing and 
facilitating exports of U.S. goods and services. This func- 
tion requires extensive contact with private industry. There- 
fore, Eximb;lnk must insure through its financial disclosure 
system that its employees maintain-the highest ethical stand- 
ards. Eximtank’s system of financial disclosure calls-for 
the complete and prompt d‘isclosure of all financial interests 
by those employees who could have conflicts of interest; 
however, ceitain improvements should be made to enhance the 
effectiveness of .the system. 

We found that the current system--Ethics Committee 
review of financial disclosure statements based on general 
knowledge of companies that Eximbank deals with and of the 
employee’s duties, and reliance on employees to disqualify 
themselves from cases invclving companies in which they 
have interests--has not prevented appearances of conflict of 
interest. Our-- tests ident if ied seven persons who had been 
connected with cases iG=i-ng companies in which they held - 
financial interests. Eximbank, by not monitoring, on a test 
basis, emplcyee involvement to determine whether employees 
are disqualifying themselves in cases when reauired, has 
not provided a mechanism by which to evaluate whether the 
system is preventing real or apparent conflicts of interest. 

10 
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Eximbank officials have agreed to spot check employee hold- 
ings against case assignments in the future. 

Required financial disclosure statements could be col- 
lected in a more timely and complete manner and should be 
reviewed more promptly. In 1975, 23, or 15, percent of 149 
statements required to be filed on June 30 were filed 6 to 7 
months late, were inaccurately dated, or were not filed at 
all. In addition, Eximbank officials did not review the 
June 30, 1975, financial disclosure statements until Septem- 
ber. Eximbank's new requirement that all transactions be 
reported to the Deputy General Counsel within 10 days, if 
proper review procedures are followed, should reduce the pos- 
sibility that employees could hold conflicting interests for 
extended periods. However, this requirement should not be 
a substitute for prompt review of the financial disclosure 
statements themselves at June 30 or when a person is ap- 
pointed to a position requiring filing. Eximbank officials 
have planned actions to provide complete collection and 
timely review in the future. 

For Eximbank procurement, we believe that use of Federal 
Procurement Regulations provides sufficient guidance to ade- 
quately protect Government interests. We found these guide; 
lines generally followed in Eximbank procurement- actions. 

RECOMMENDATIONS 
-. . 

To improve the effectiveness of the Eximbank financial 
disclosure system , we recommend that the President of Exim- 
bank act to: - _ 

--Strengthen review procedures by (1) identifying ali 
employees who hold potentially conflicting interests, 
(2) continuing to periodically reemphasize the need 
for disqualification on cases involving-those compan- 
ies, and (3) monitoring, on a test basis, the activi- 
ties of employees who hold potentially conflicting 
interests. 

--Establish procedures for promptly collecting all re- 
quired statements at June 30 and at entrance on duty 
into a position for which a statement is required. - 

--Provide for timely review and approval of financial 
disclosure statements submitted, evidenced by a re- + 
viewer's initials and the date of review. 
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